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Prevention of Losses* 


By A. T. Betty, Secretary, 
Leeds and Lippincott Company 


A GREAT many years ago there is said to have been a king who was in 

the habit of calling his court together in order that he might try various 
experiments upon them. On one occasion he poured some water into a glass 
until it was approximately full and then asked the crowd whether anyone 
there could put in a little more. The glass was already full and it was well 
understood that any failure to put additional water in the glass would prob- 
ably result, if the water spilled over the table, in the courtier losing his head! 
Finally one of them did put in a few more drops successfully ; and after a still 
longer interval another put in a very few more drops without a spill. At that 
point when the competition apparently was about to cease an old philosopher 
who had not been present, strolled into the room. He was asked whether he 
could put anything more in the glass? Yes, he could! He picked up a rose 
leaf and laid it without any difficulty on the top of the water where it floated 
very nicely. Everybody applauded. That is where that particular story ends. 

But when I heard that story, and when I think over insurance problems, 
it always occurs to me to ask what should happen if somebody kicked the 
table? I do not know just what bearing it has upon fire prevention, protection 
and insurance, but somehow or other this story always comes to mind when I 
think of them. Of course, the next question is: What can you do to prevent 
somebody from kicking the table? That is the real point. 

While I do not make any direct application of this story to the subject 
of fire prevention, protection, insurance, etc., at the same time I think it is 
suggestive. These problems react in a way, on one another. We must be 
careful not to fill the glass too full; if we do, we create the possibility of 
spillover. And then, particularly (and this part of it is coming to the front 
“ene was presented at a meeting of the Insurance Division, held in Chicago, April 27, 28 
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more than ever) we must prevent somebody else from coming along and 
kicking the table. 

Seven questions have been prepared for this discussion of the prevention 
of losses, and I shall suggest exceptions or possibilities in connection with 
some of them before approaching the subject in a more general way. 

1. Does the effort to prevent casualty result in greater economy than 
the purchase of insurance? 

As I understand that question, the answer should be yes. The effort to 
prevent the casualty results in greater economy to the world in general and 
probably to the individual in particular who is the purchaser of insurance. 
On the other hand, there may be exceptions. These relate to cases in which 
the probability of the casualty is extremely remote and perhaps has never be- 
fore occurred. For instance, take Mr. Betterley’s case of the tank car. To 
prevent that thing happening might have been impossible but at any rate | 
can see it would be very costly. It might have involved a new process of 
cleaning out tank cars, in which men would not go into the cars under any 
circumstances, and then, of course, they could not be overcome by the gases, 
or whatever was in the car. In view of the fact that this operation had been 
going on for many years in Mr. Betterley’s plant (and probably others) and 
such an accident had never happened before . . the cost of insurance against 
it might be very much less than a different method. Probably it would be 
cheaper to insure against it than do something to eliminate it. This case prob- 
ably is an exception to the general statement. 

2. To what extent can management control the cause of losses? 

To a very great extent. There are various ways of doing it which will 
be touched on in the answers to some of the other questions. 

3. To what extent can outside agencies assist in prevention? 

Outside agencies can help a great deal. Some of these agencies can help 
by disseminating information which will enlighten people about these causes 
of trouble, and how to remove them. Other agencies can help by coming on 
the premises and seeing what the conditions are, and recognizing conditions 
with which they are presumably familiar, but which the insured himself may 
not recognize. There are many cases in hotels particularly, where the hotel 
man . . who is something of everything and not too much of anything . . 
does not recognize the hazards that he has brought into the house. I heard 
of a case recently where a hotel man in order to save money in painting, intro- 
duced a patent device for spraying or “gunning” the paint on, and set up a 
hazard which is going to raise his rate to about double what it was. Un- 
doubtedly he did not know what he was doing when putting the spraying ap- 
paratus into his house. If he had, he would not have done it. After a while 
somebody came along who did know, and the result was his rate will increase 
or he will take out that equipment. 


1 “Cai bf a . D. . American Association, New York, 1931. 
saptreting Sanarts, by P. D. Betterley. Management ew Yor! 
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4, What specific things can be done to safeguard business or property 
against loss through selection of locality, type of construction, oc- 
cupancy and storage, and maintenance practices? 


Of course the first thing in selecting a locality is to select one in which 
there are no exposures of hazardous things which will affect you. You should 
be a reasonable distance away from any neighbor and a specific and greater 
distance from any neighbor of a hazardous character. 

It is almost academic to speak of the type of construction now. The 
buildings erected today for business and manufacturing purposes are all of 
good construction. Of course, there may be some exceptions. Speaking in a 
general way, the standards have greatly improved. The buildings of the past 
stand alongside of them and you can see the contrast at a glance. You can 
tell by a little study that such and such buildings were probably built in the 
70's, and such and such were built within the last ten years. A quick survey 
of the outside of almost any block discloses which are the improved buildings 
of today, and which the relics of the past that still remain. 
| Occupancy and storage, the things you put in your building, these you 
may control yourselves and certainly should. If you first use proper intelli- 
gence, based on your knowledge of your own hazards, and then call in some of 
the people who are prepared to give you good advice concerning things about 
which you may not be so fully informed, you can take a great lot of the risk 
out of the occupancy and storage. 

I think the greatest thing of all is the maintenance practices. The large 
number of fires either start because of or are fed by and led along and in- 
creased by the bad housekeeping that so often prevails. Some people call it 
lack of cleanliness; some call it carelessness. It is really a matter of house- 
keeping. If everything is clean and anything that is at all hazardous is care- 
fully put away and separated from other things, the probability of a fire start- 
ing is relatively small and its spread is greatly reduced. Good housekeeping 
is right at the bottom of everything. We had a fire in Atlantic City recently 
which occurred at a time when I was away. It was, I am well satisfied, a 
cigarette butt which caused the fire. It could not have done so if everything 
had been clean where it dropped. I have reason to believe the space was not 
clean at the time. I do not positively know a thing about it, but it would ac- 
count for the circumstances very accurately. 


5. To what extent can the insured reduce insurance costs by prevention 
efforts? 


That is a difficult question to answer in specific terms. The insurance 
costs can be reduced. Sometimes the insurance rate follows the improvements 
in conditions very rapidly. In other cases, the insurance rate lags behind. The 
safe thing for the insured to do is to forget about the insurance rate and go 
ahead and do the things that will reduce the risk. The insured should bear 
in mind that in almost every case of serious fire he is going to lose away be- 
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yond the reimbursement he gets from the insurance company, even though he 
carry co-insurance, use and occupancy, and all the other forms of cover. He 
will in the end be the big loser. In ninety cases out of a hundred, he is going 
to lose two or three times the amount of the insurance company’s payment. If 
he once realizes this he will go ahead and prevent and protect himself against 
the fires that may occur. Ultimately, having done those things, the companies 
will recognize them, and the rate gradually will come down. 


6. Is it advisable to adopt all recommendations of inspectors? 


My experience has been that it was advisable to adopt practically all the 
recommendations of inspectors. There are exceptions. Occasionally an in- 
spector makes a recommendation not understanding the condition fully, and if 
it is explained to him he will modify it or withdraw it. Speaking in a general 
way, the recommendations that are made by the inspectors are good, careful 
attention should be paid to them, and they should be carried out. 


7. Is insurance protection affected by failure to comply with Under- 
writer’s suggestions? 


That is a technical question. I do not feel as if I know as much about 
insurance as I do about protection and prevention. But I want to say this § 
about the general situation. There have been so many of these new and 
better buildings and so very few of the inferior buildings put up in recent 
years, that I think the condition has changed. A few years ago the great 
thing was to get the individual to do something about his risk. It was fre- 
quently hard to stimulate him to do it. Today we have reached the point 
where it seems to me the thing to do is to get the communities to do something 
about their risks. When these enormous fires, these conflagrations as they 
are called, occur, there is one tremendous loss. San Francisco was something 
over a hundred millions. That represents approximately one-fifth of the 
annual fire loss. There are other cities in this country that might, if given 
the proper combination of circumstances, produce losses that were approxi- 
mately as great as San Francisco. The great amount of the losses results 
from a small number of fires. A very small fire may start a big loss. We have 
reached the time when we must concentrate on the possibilities of these big 
conflagrations. 

There are two particular things to which we must attend. The worst of 
them, the shingle roof, has been the cause of spreading a great deal of fire, 
and has been in the background of a number of great conflagrations. The 
other thing is the unprotected window opening. We build good buildings, 
and then we punch them full of holes. The ordinary pane of glass does not 
hold anything back—it cracks and away the fire goes. The thing that must 
be done, and is being done, is to protect those window openings with metal 
frames and wire glass, or with shutters, or something that may be equivalent. 
When the wooden shingles have been removed, and the window openings are 
protected, we shall have much less in the way of conflagrations. 
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Another good thing is to get some fire stops such as a wide open space, 
or a good solid, heavy brick wall. It is a great satisfaction to see the fire drop 
behind the solid brick wall that has been put there to hold it back! You just 
feel as if there is something about a brick wall that is perfectly all right! I 
want to encourage those who have plants to protect, to think about getting 
some solid brick walls in strategic places. They are a great satisfaction be- 
cause they do not get out of order. There is no complication about a solid 
brick wall ! 

In this connection, it might be proper for me to refer to the work which 
the National Fire Protection Association has been doing in regard to the com- 
munity hazards. They have made surveys in many cities, and by following 
up the surveys and keeping attention focused on the high spots, and by a 
policy of here a little, there a little, and keeping everlastingly at it, the losses 
in a number of cities have been very greatly reduced. The theory has been 
to start with the city that had a high per capita fire waste and try to get the 
citizens and the municipality either to remove the bad conditions or improve 
the protection conditions to the point where that high fire waste was reduced. 
It is very interesting to see how much has been accomplished in that direction. 
Norfolk, Va., was. the city in which the effort started. There the fire waste 
had been running more than $6.00 per capita per year. After about three 
years, Norfolk’s fire waste went down to about one-third of what it was. The 
same thing, to a greater or lesser extent has occurred in a good many other 
cities. 

There has been a feeling on the part of the general public, that a fire or 
conflagration was a calamity or catastrophe . . an act of God or something 
about which there was nothing to be done. We are getting over that. We 
are beginning to realize that these terrible things that happen are things which 
we ourselves by the exercise of proper forethought, might prevent. I hope 
that as time goes on, and improved building construction and other helpful 
conditions increase, we may gradually have our fire waste reduced to the 
point where it may be considered sominal. 

I have been asked about the proper distribution between specific insur- 
ance, designed to cover small losses, and excess insurance to cover large losses 
or catastrophe. It has been my personal feeling that it would be a good thing 
if the insured were to carry the small initial losses. If a concern having a 
capital and surplus, for illustration, of $100,000 (which may be multiplied to 
suit the case) felt it could afford to lose the first $5,000, which would cover 
all the small losses, it might be a good thing for that concern to do that. Or 
possibly even 10 per cent. And larger concerns in the same way. 

In such cases the greatest benefit would be the fact that the consciousness 
of the insured would be directed to the prevention of that first small loss 
rather than to the collection of the indemnity when the loss occurs. 

To sum up this discussion in a very few words I would say: “Keep 
everlastingly at it and do not let anybody kick your table. 
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The Profit-Making Concept of 
Budgetary Control 

Budgetary control is not the reaching of 
standards as such but is rather the use of 
different standards determined by investi- 
gation, experiment and experience as being 
practical for use in guiding the operation 
toward the making of the required profit 
under changing conditions, to the end that 
the amount of profit shall become prac- 
tically a constant. The introduction to a 
series of articles on budgetary control im- 
plies a broader concept of it than the com- 
monly accepted one. The author sets up a 
foundation upon which to develop the argu- 
ment for, and to present the specific appli- 
cation of, budgetary control in the auto- 
matic production of glassware. Detailed 
discussion of the subject will be presented 
in succeeding articles. By Ralph N. Harris. 
Factory and Industrial Management, July, 
1931, p. 44:3. 


Flaw-Tester for Bond Lists 

To provide an effective review and check, 
and intelligent control of the acts of the 
investment officers of banks and other fi- 
nancial institutions, a method whereby the 
investment quality of any securities account 
may be clearly shown has been devised. 
This method involves an analysis of the 
issues and summary of the findings. The 
summary consists of an index number, 
ranging from 100 for a good quality list 
down to 50 or below for poor quality lists. 
The index number tells at a glance whether 
an investment securities account is in good 
or unsound condition and, when used at 
set intervals of time, whether it is being 


weakened or strengthened with respect to 
quality. 

The summary or index number is the 
product of three factors: first, the invest- 
ment worth of each issue included in the 
account as indicated by the ratings Ia, Ib, 
etc., corresponding to Fitch and Moody’s 
Aaa, Aa, etc., and to Standard’s Al+, Al, 
etc.; second, the distribution of the issues 
included with reference to the ratings, and; 
third, a system of desirability weights. By 
Gustav Osterhus. American Bankers As- 
sociation Journal, August, 1931, p. 67:4. 


Financing the Family 
A study of the timely subject of personal 
finance—an analysis of an industry that is 
emerging as a vital factor in the nation’s 
economic structure. By Donald Wilhelm. 
World’s Work, January, 1931, p. 81:14. 


Method of Figuring Unused Capacity 

By Harry C. Hedenburg. N. A. C. A. 
Bulletin, July 1, 1931, Section II, page 
1776 :3. 


The Operating and Earning Power 
Ratios of Gas Companies 

To no inconsiderable extent the present 
sound financial condition of gas companies 
can be traced to their earning records. The 
Bureau of Business Research of the Uni- 
versity of Illinois has analyzed the oper- 
ating ratios, the capital turnover ratios, 
and earning power ratios of natural gas 
and manufactured gas companies. Over 
the period of years of 1920 to 1926, it 
appears rather definite that natural gas 
companies were less profitable investments 
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than manufactured gas companies. Net 
earnings averaged 5.6 per cent of total 
assets for the former type of com- 
pany as compared with 6.6 per cent for the 
latter. The manufactured gas companies 
made great progress between 1920 and 
1926. Operating Ratios of typical com- 
panies were reduced from .83 in 1930 to .77 
in 1926, fixed charges from .08 to .05 of 
gross revenues, and net income increased 
from .09 to .18 of gross revenues. Off- 
setting this in part, however, there was a 
reduction in the productivity of capital, the 
Gross Revenues to Total Assets ratio de- 
clining from .26 in 1920 to .24 in 1926. 
Net earnings of the typical manufactured 
gas company increased from 4.7 per cent 
of total assets in 1920 to 6.1 per cent in 
1926. The Net Profit to Common Stock 
Equity likewise increased from .055 in 
1920 to .075 in 1926. Bulletin No. 37, Bu- 
reau of Business Research, University of 
Illinois, August, 1931, 53 pages. 


How to Control Bank Costs 


The third of a series of articles, shows 
how to control bank costs by controlling 
operation. Eight ways to control opera- 
tion are as follows: 

1. Use an accounting system that pro- 
vides prompt, complete and accurate in- 
formation to both bank and customer. 

2. Study your accounting to keep it sim- 
ple and inexpensive. 

3. Make sure that you use all possible 
safeguards against errors and dishonest ma- 
nipulation. 

4. Assign duties to the job rather than 
to the man, then when the man changes 
jobs, the work will progress without con- 
fusion. 

5. Analyze jobs frequently and make ad- 
justments as often as improvements will 
result. 

6. Plan the work so that each job will 
be automatically audited by a second 
worker who, in doing his part, must check 
the work of another. 

7. After statements are prepared, keep 
them under lock to avoid any change that 
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might prevent the customer from making 
an accurate audit of his own account. 

8. Operational control is practical only 
when the majority of transactions follow a 
definite, predetermined course with excep- 
tions being brought to the attention of 
proper inspectors. By B. E. Young. The 
Bankers Monthly, August, 1931, p. 459:3. 


Distribution Cost Problems of Manu- 
facturing Confectioners 


At the request of the National Confec- 
tioners’ Association, the Department of 
Commerce undertook a study of distribution 
costs in the confectionery industry with the 
object of devising a system of distribution- 
cost accounting which could be used by 
any confectionery firm, regardless of size, 
with little expense. The results of this 
investigation are carefully outlined in this 
pamphlet. Tables include statistics on the 
variation in cost of distribution according 
to distance from the factory, loss items, 
profit and loss analysis by package type, 
analysis of orders by type of outlet, average 
size of item-order, ratio of distribution cost 
to gross sales, etc. The method of cost 
analysis used is described in detail in the 
Appendix. Distribution Cost Studies—No. 
10, U. S. Department of Commerce, 1931, 
32 pages. 


The Accounting Department as a Factor 
in Checking the Purchasing 
Department 

The Accounting Department of the 
Buffalo Forge Company is now checking 
the expenditures of the Purchasing Depart- 
ment. The Accounting Department audits 
all purchase orders, receiving reports and 
invoices. No invoice is approved for pay- 
ment if any of the terms contained in the 
purchase order have been violated. Cases 
involving difference in price, quality, or 
quantity are referred to the Purchasing De- 
partment for adjustment but no settlement 
is final until it receives the approval of the 
Accounting Department. Such adjustments 
are now being more promptly and satisfac- 
torily made than under the former system 
which placed the spending of large sums 





under the control of one department. Four 
departments must now cooperate to obtain 
the same results for which the Purchasing 
Department alone was responsible in the 
past. The Accounting Department also 
gives valuable assistance in formulating 
new rules and regulations to prevent the 
repetition of discrepancies and irregulari- 
ties which may appear from time to time. 
As a result, the Purchasing Department 
has more time to devote to keeping in 
touch with the material markets and to en- 
larging its acquaintance with those produ- 
cers who furnish materials used in the 
manufacture of the several lines of the 
Buffalo Forge Company. By Don R. 
Marsh. N. A. C. A. Bulletin, August 1, 
1931, Section II, p. 1858:4. 


A Comparison of Twenty-Five New 
York Banks 


Twenty-five New York Banks are com- 
pared for the first six months of 1931 as 
to: capital, surplus and undivided profits ; 
deposits June, 1931; deposits December 31, 


1930; number of shares outstanding; par 
value; book value; price June 30, 1931; 
price range 1931 and 1930; earnings per 
share 1931 and 1930; deposits to capital 
funds; market to book value; market to 
earnings; dividend; yield. Tabulation by 
the Bank and Insurance Department of 
Dominick & Dominick, July, 1931. 


The Installation of Standard Costs 

Fundamental requisites underlying the 
installation of standard costs are: 

1. We must have standards of perform- 
ance for all functions—standards of quan- 
tity, price, performance, quality. 

2. We must provide a means of tabu- 
lating and reporting variations from stand- 
ard for material, labor, burden, general and 
administrative expense, selling expense. 

3. We must make certain that the entire 
organization understands the principle of 
standard cost accounting. 

4. We must be consistent and always use 
standards. Standard costs are not to be 
confused with actual costs. 
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5. We must have physical control. 


6. We must train the entire organization 
to control costs and keep actual perform- 
ance as close to the standards as possible, 

7. If we are going to get physical con- 
trol we must provide our operating execu- 
tives with all standards of performance per- 
taining to their work, and reports, show- 
ing when they vary from standard, and 
how much. 

8. Standard cost accounting must be in- 
stalled as a means of controlling the costs 
rather than a system to determine piece- 
part costs. By Herbert J. Myers. N. A. 
C. A. Bulletin, August 1, 1931, Section I, 
p. 1843 :15. 


Ascertaining Operating Costs Through 
Uniform Accounting Methods 

The Comptroller, Stecher Lithographic 
Company, outlines the history of uniform 
cost methods in the label industry and indi- 
cates such tangible results as accurate 
knowledge of costs, definitely established 
standards, and decreases in wasteful manu- 
facturing practices. Also, he states, “it 
provides sufficient statistical chst data daily 
to enable the executives to exercise close 
control over the operation of the business.” 
By H. H. Lang. Executives Service Bulle- 
tin, June, 1931, p. 7:1. 


Budget Control Curbing Expenses 

In anticipation of the operating diff- 
culties currently facing large retailers, 
R. H. Macy & Co., Inc. has developed a 
budgetary control system that has made 
it possible to keep operating expenses on 
even keel, despite a 15 per cent gain in 
transactions. An important feature of 
the Macy budgetary control system is the 
fact that all figures are made available 
to the management by the controller's 
office within a few days after the close 
of the week. No lengthy or costly special 
reports in the nature of post-mortems are 
included in the plan. It may also be 
pointed out that the budget division is 
included in the personnel department, 
which insures close coordination of the 
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budget with employment and training. 
The closest kind of coordination with 
management is effected in the control 
system. Above all, immediate action can 
be taken to control any expense situation 
which threatens to get out of hand. In- 
terview with E, B. Lawton. The New 
York Times, September 6, 1931. 


Causes of the German Crash 


Written in Berlin by an observer of the 
greatest credit crisis in European history, 
this article gives briefly the causes of Ger- 
many’s collapse. The collapse was not due 
directly or indirectly to reparations, but 
due to the fact that Germany borrowed 
too much on short term credits and invested 
too much in schemes aimed at greater effi- 
ciency which failed. Germany’s internal 
political policy awakened foreign distrust 
and hastened the inevitable crisis. A credit 


Insurance 


Fire Losses Not Covered by the Stand- 
ard Fire Policy 

Without the addition of specific endorse- 

ment clauses or special riders the standard 

fire policy does not provide indemnity for 

some losses normally attributed by the lay- 


man to fire. The restrictions contained in 
the contract limit the cause of the loss to 
a hostile fire of accidental origin, and ac- 
companied by ignition. Damages resulting 
from charring caused by steam pipes or 
faulty electrical wiring are thereby ex- 
cepted. The policy states further that cov- 
erage is confined to direct loss as distin- 
guished from consequential loss. By this 
limitation the carrier excludes loss of use 
and occupancy, cessation of rent income, 
profit loss on stores of finished goods, losses 
that occur when facilities for processing or 
Preserving certain commodities are im- 
paired and many other losses whose remote 
origin is fire. 

Except in four states, policies cannot be 
issued to cover damage by fire to records 
of accounts, bills, currency, deeds, evidences 
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crisis has never ruined a healthy country. 
Germany is healthy. By Robert Crozier 
Long. American Bankers Association 
Journal, August, 1931, p. 69:3. 


What Executives Need from 
Accountants 


In meeting the new conditions of fluctu- 
ating demand, fluctuating prices and in- 
tense competition, the Belden Manufactur- 
ing Company has leaned heavily on its Ac- 
counting Department. Special attention 
paid to the following phases of accounting 
have been very helpful: adjustable budgets ; 
normal overheads; depreciation; separation 
of market from operating gains and losses. 
A discussion of the usefulness of such 
phases of accounting from an executive 
point of view is contained in this article. 
By J. C. Belden. N. A. C. A. Bulletin, 
Section I, July 15, 1931, p. 1823:12. 


of debt, money, notes or securities. Another 
class of property is not included unless spe- 
cific statement is made in the policy. Such 
articles as bullion, manuscripts, drawings, 
dies and patterns make up this group. 
Finally there is a list of eleven contribu- 
tory causes of fire that may operate to re- 
lieve the insurance company of all liability. 
Included are invasion, riot, explosions or 
lightning (if fire ensues only fire damage 
is recoverable), civil war and civil com- 
motion. Indemnity, July, 1931, p. 3:6. 


Hotels in Separate Fire Insurance 
Grouping 

The petition of the American Hotel 
Association to the National Board of Fire 
Underwriters for a separate nation-wide 
classification for hotels and contents to 
the exclusion of any other line of in- 
dustry has been acted upon favorably to 
the extent that hotels, boarding houses 
and club houses have been placed in a 
separate group. An Inspection and Pre- 
vention Bureau has been formed by this 
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Association to deal with rating boards 
in their effort to show that a lower loss 
ratio now entitles the new group to a 
reduction in fire insurance costs. This 
bureau also contemplates similar steps in 
connection with workmen’s compensation, 
burglary, fidelity and elevator insurance 
rates. By E. L. McManus. Hotel World- 
Review, July 25, 1931, p. 6:1. 


Compensation Insurance for Rejected 
Applicants 

A bill has been approved in Wisconsin 
that provides workmen’s compensation in- 
surance for all applicants rejected by indi- 
vidual carriers. The case is presented to 
a workmen’s compensation insurance bureau 
and after the employer proves that he is 
acting in good faith he receives the insur- 
ance from this bureau. Initial rates are 
also fixed by this organization and an in- 
dividual member is required to issue a pol- 
icy. All members are reinsurers in an 
amount proportionate to the total insurance 
issued by the board. The Spectator, July 
2, 1931, p. 39. 


Products of the Insurance 
Underwriters’ Laboratories 


A brief description of the methods of 
testing commodities approved by the Un- 
derwriters’ Laboratories. A few spec- 
tacular procedures of particular interest 
to the visitor include heating a safe to 
a high temperature and allowing it to 


OFFICE MANAGEMENT 
Organization: Job Analysis, Employment, Pay, Tests 


Measuring the Efficiency of a Purchas- 
ing Department 

Devising a yardstick to measure the 
efficiency of the purchasing department 
as a whole entails the accumulation of 
statistics and the preparation of reports 
from the current statistical tabulations at 
the various points in the routine pro- 


fall 60 feet, fire tests for metal doors and 
wired glass, and the testing of automatic 
sprinklers and fire extinguishers, By P, 
D. Betterley. System, August, 1931, p, 
101 :1, 


Seasonal Unemployment Insurance 


Heavy seasonal unemployment has 
threatened the successful operation of un- 
employment insurance systems both in 
Europe and in the United States. The 
peculiar characteristics of seasonal un- 
employment seem to make inadvisable its 
inclusion as compensable time in insur- 
ance systems in regular industries. The 
predictability and certainty of such idle- 
ness remove the possibility of any spread- 
ing of risk and, together with the higher 
wage rates which seasonality calls forth, 
enable the worker to tide over idle peri- 
ods unassisted. The paying of benefits 
for seasonal losses prevents adequately 
insuring against the irregular unemploy- 
ment which the worker is poorly pre- 
pared to withstand. Systems covering 
seasonal unemployment can offer but 
slight incentive for the reduction of 
seasonal fluctuations. 

The limiting of benefits to irregular un- 
employment can be accomplished without 
great difficulty or prohibitive cost, except 
in industries where moderate uniformity 
in the workers’ employment fluctuations 
is impossible. By Robert J. Myers. The 
American Economic Review, September, 
1931, p. 416:11. 


cedure of the purchasing department, and 
from the accounting department’s reports 
of current operations. Five classes of 
reports are involved: 1. statistics reflect- 
ing the volume of each type of clerical 
labor and of the clerical costs in con- 
nection with each group of operations 
which will provide figures that will re- 
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flect comparative efficiency of each clerical 
operation, both from period to period and 
in relation to similar operations in other 
departments; a typical operating expense 
report based upon a compilation of sta- 
tistics covering a month’s operations is 
illustrated; 2. a report on the research 
section covering (a) the number of pur- 
chased items placed on a specification 
basis, (b) annual purchase value of the 
materials put on a specification basis with 
estimated savings, and (c) specific esti- 
mates of savings agreed to by the execu- 
tive and purchasing departments for im- 
provements effected by research work. 
Such data will make possible a definite 
statement of actual and potential savings 
arising from the work of this section; 
3. inventory economies which may be 
fourfold: (a) a definite financial saving 
from the interest value of money released 
from inventory, (b) release of valuable 
floor space and storage equipment, (c) 
lower obsolescence losses, and (d) re- 
duced waste in storage and production 
through the use of fresh stock. A speci- 
men report on inventory control is given; 
4. cost of material per unit of product, a 
mathematical computation of the differ- 
ence between actual and potential form- 
ing the basis of a report of the gain or 
loss reflecting the purchasing skill exerted 
in anticipating the market; 5. factors af- 
fecting productive economies or improve- 
ments covering all suggestions arising 
from the purchasing department that 
tend to reduce production cost without 
changing the quality of the product, or 
to improve the quality without an increase 
in cost. 

Upon the assembly of the data from 
these five classes of reports the manage- 
ment can base a wage incentive plan for 
executives and key men in the purchas- 
ing department. A chart is presented il- 
lustrating a method for computing the 
incentive fund. 


A method of pro-rating the amount of 
the bonus or ‘incentive payment is ex- 
plained and illustrated. It is based upon 
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a point system; each member of the de- 
partment is awarded an arbitrary number 
of points that represents his usefulness 
to the department without regard to his 
earnings or position in the department. 
By William H. Carney. System, Sep- 
tember, 1931, p. 166:2. 


Putting Office Work on a Production 
Basis—Routing and Control in 
Office Administration 
Placing office work on a planned and 
controlled basis involves analysis of all 
operations, and a set of charts represent- 
ing these analyses. The analyses are ex- 
plained and the charts illustrated. By 
J. J. Berliner. The Office Economist, 


August-September, 1931, p. 3:2. 


Staggering Decreases Tardiness 
Shifting the office hours of the Recording 
and Statistical Corporation from the ortho- 
dox 9 to 5, to 8:45 to 4:30 with three- 
quarters of an hour for lunch has resulted 
in promptness, greater convenience and bet- 
ter service. System, August, 1931, p. 109. 


Measuring the Results of Personnel 
Work 

Many a company official does not con- 
sider those on the personnel staff of any 
more importance than “good people to have 
around the company to-get up parties for 
the workers and so on.” Certainly the 
difficulties of measuring personnel results 
in dollars are greater than in sales work 
or in production or collections. Preven- 
tion of absence through work done by 
nurses and doctors, the operation of rest 
rooms, attention to cleanliness, accident 
prevention; the building up of morale 
through interpretation of company policies ; 
the good effects of advice offered workers 
on miscellaneous problems that trouble 
them, of course cannot be measured in 
dollars. But equally surely more can be 
done toward reporting the dollar savings 
from job analysis, salary standardization, 
the control of wage incentive plans and 
transfers of personnel, than most com- 
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panies are doing. A personnel director ex- 
plains how one personnel department pre- 
pares a report every three months sum- 
marizing in dollars all results that can be 
evaluated that way and reporting all other 
results as specifically as possible. This re- 
port presents a complete picture of the de- 


partment’s activities for the three months. 


The report goes to the personnel commit- 
tee of the company and to the president. 
It is well worthwhile as insurance against 
hasty action concerning the work of this 
department. System, July, 1931, p. 29:2. 


How ARMCO Measures the Worth of 
Its Men 

The American Rolling Mill Company 
conducts an annual “personnel audit” de- 
signed to point out the relative abilities 
of its employees, from laborer to works 
manager, so that the management has 
constantly available an up-to-date inven- 
tory of the personal characteristics and 
the progress being made by its men. This 
audit is of special benefit during peak 
periods, when the organization is ex- 
panding, or in times of depression, when 
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the number of workers must be scaled 
down. This article, written by the man 
who introduced the system at Armco and 
has supervision over it, tells how Armco 
has used it to practical advantage over 
a span of eleven years. By C. H. Mur- 
ray. The Iron Age, September 3, 1931, 
p. 611:4. 


Business Organization—Functions of an 
Assistant to the President 


The thirteenth of a series of bulletins 
on organization presents in factual form 
the manner in which the position of As- 
sistant to the President has been inter- 
preted in business organizations. No 
standard list of functions to be assigned 
to this position has been developed. The 
position of an Executive Assistant has 
come about primarily because of the mul- 
tiplicity and urgency of the demands on 
the time of the chief executive in pres- 
ent-day business. It is the principal func- 
tion of the assistant to help to relieve 
this pressure, Policyholders Service Bu- 
reau, Metropolitan Life Insurance Com- 
pany. 16 pages. 


Records: Forms, Charts, Cards, Files, Statistics 


Preservation and Destruction of 
Records 


This report contains a detailed descrip- 
tion of the mechanics of a modern system 
for the preservation of records, equipment 
required, forms, etc., and for the destruc- 
tion of records, which has been found 
satisfactory. An appendix gives a sug- 
gested schedule. Forms used in the plan 
are illustrated. National Electric Light 
Association Publication No. 121. 11 pages. 


An Explanation About Letterhead 
Analysis 

An analysis and criticism of 112 letter- 
heads submitted for rating. An illustra- 
tion of the letterhead accompanies each 
analysis. Postage and the Mailbag, Au- 
gust, 1931, p. 577:5. 


Protecting Assets You Can’t Insure 

Three major factors must be consid- 
ered in approaching the problem of ade- 
quate protection of records: value, fire 
hazard to which they are exposed and 
relative merits of the protective methods 
available. An analysis will disclose many 
useless records which should be destroyed 
periodically. The Underwriters’ Labor- 
atories has issued lists of various classes 
of safes which have been tested. Where 
the volume of records is relatively small, 
the safe is less expensive than the vault. 
The size of the business will dictate to 
some extent the type of protection to be 
selected, but every business needs such 
protection. All useful, important and 
vital records constitute a business asset. 
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There are few that do not represent an 
actual and often a measurable expense. 
By Franklin H, Wentworth. Nation’s 
Business, September, 1931, p. 42:4. 


Fixed Capital Records—Their Uses and 
Advantages 

The characteristics of a fixed capital 

record system and some of the many ad- 

vantages resulting from the establishment 

and maintenance of such a system of 


records is outlined, Fixed capital records 
are defined and the following subjects 
discussed: 1. Methods of establishing; 2. 
Types of record; 3. Uses and advan- 
tages; 4. Cost of establishing. In an 
appendix accompanying the report the 
system of records in use by two compa- 
nies are described and illustrated by ac- 
tual reproductions from their records. 
N. E. L. A. Publication No. 152, August, 
1931. 30 pages. 


Training and Education: Schools, Libraries, Employee Publications 


Training Brains for Business 


The University of Chicago President 
traces the development of the American 
school of business, and tells how educa- 
tion got down to brass tacks to make 
graduates fit into life’s work. By Robert 
M. Hutchins. Commerce, September, 
1931, p. 21:3. 


Retaining Interest in the Employees’ 
Club 
The Carborundum Club includes tech- 
nical control men, accountants, sales office 
men, research technologists, maintenance 
engineers, superintendents, time study engi- 


neers, and sales engineers of a variety of 
ages and experience. Originally organized 
as a study class, the club now has ten years 
background of subjects which are a liberal 
education. Interspersed with technical 
meetings are accounts of personal expe- 
riences of company men returned from trips 
abroad to the company’s foreign plants or 
for sales work. The company provides 
two dinners a month—one before each meet- 
ing. The convenience of the time of the 
meeting—always over by a quarter past 
seven, has been a factor in the club’s suc- 
cess. By Henry R. Power. System, Aug- 
ust, 1931, p. 105:1. 


PRODUCTION MANAGEMENT 


General: Promotion, Organization, Policy Development 


Bringing the Factory Closer to the 
Consumer 

It is no longer safe for a business to 
go its way without a constant and in- 
timate contact with the customer. In 
this article the author comments on the 
significance to manufacturers of the fol- 
lowing characteristics of demand: 

1, Stability of demand is a thing of 
the past. 


2. Small and sample orders have re- 
placed advance orders. 


3. The small specialty shop has, in 
consequence, a definite advantage. 

4. The large manufacturer must re- 
duce the number of steps to the con- 
sumer. 

5. The large retailer increasingly spe- 
cifies not only the product to be made, 
but the profit. 

6. The producer who finds this dis- 
tasteful must find his own consumer con- 
tacts. 

By Robert F. Elder. Factory and In- 
dustrial Management, September, 1931, p. 
355 :2. 
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Plant: Location, Lighting, Heating, Ventilation 


Saving in Costs from New Plant 
Arrangement 

Dodge Bros., Inc., has increased effi- 
ciency 30 per cent in manufacturing its 
trucks by rearranging production facili- 
ties and installing new equipment. Among 
the major improvements are a relocation 
of the final assembly line resulting in a 
60 per cent saving in handling parts; a 
chain conveyor to carry bodies along the 
assembly line; substitution of lacquer for 
enamel in finishing truck chassis, the re- 
sultant reduction in space needed for this 
work more than offsetting the higher cost 
of lacquer; a new process of drying 
freshly-painted truck bodies and cabs; 
and bonderizing of all sheet-metal parts 
to protect them from rust and from sub- 
sequent peeling or curling of the paint 
or enamel, By Burnham Finney. The 
Iron Age, August 6, 1931, p. 366:4. 


Preventive Maintenance As Way To 
Reduce Costs 


Three men paying special attention to 
plant housekeeping in the Westinghouse 
Electric & Manufacturing Company, 
Shepard-Niles Crane & Hoist Corp. and 
Pratt & Whitney Company tell what their 
ideas are on the best means of prosecut- 
ing this work. Four main ideas seem 
to pervade their expressions: analyze in 


Training and Education: Schools, 
Publications, Bulletin Boards 


Depression Not Permitted To Interfere 
With Training of Apprentices 


Retention of apprentices in good times 
and bad is a policy of Warner & Swasey 
Company. The purpose of its training 
school is to develop supervisors in pro- 
duction rather than merely to train a boy 
to become a machine operator. The prob- 
lem of keeping up the number of appren- 
tices during reduced factory operations 
was solved by reducing the working hours 


detail the duties to be performed; Plan 
everything in a way to reduce costs; 
watch all equipment and processes, in an 
effort to anticipate the need for renewal 
or replacement; organize on a basis to 
provide preventive maintenance. The 
consensus of opinion is that cost savings 
extend far beyond the mere cost of main- 
tenance work and pervade the whole fab- 
ric of industrial costs. The Iron Age, 
August 20, 1931, p. 483:3. 


Modern Handling in Corrugated Box 
Plant Makes Possible Increased 
Production with Same Space 

In the single storied plant of the F. J. 
Kress Box Company departments are well 
defined and efficiently laid out to bring 
about maximum production at minimum 
cost. Belt and gravity roller conveyors 
have made it possible to handle the rap- 
idiy increasing production quickly and eco- 
nomically. Two overhead lines extending 
the length of the plant run in opposite 
directions and deliver finished cartons to 
two shipping platforms, one at each end 
of the building. These are served by rail- 
road sidings, which, in conjunction with 
motor truck facilities, expedite shipment of 
large and small orders. By R. James 
Wellington. Materials Handling and Dis- 
tribution, July, 1931, p. 40:1. 


Libraries, Apprenticeship, Employee 


of the apprentices in the shop to the ex- 
tent that there would be enough shop work 
to keep all the apprentices busy during 
the reduced time allotted them in the shop, 
and: by increasing the amount of time they 
spent in the class room. The increase in 
the time spent in the class room was 
brought about by extending the time de- 
voted to the regular schedule of studies 
and by adding additional studies. The 
regular four-year schedule of the class 
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room courses was not interfered with. 
The company’s policy of paying the same 
rate per hour for class room work as for 
shop work has not been changed. The 
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company thus feels assured of a supply . 
of properly trained men when business gets 
back into a good swing. The Iron Age, 
August 27, 1931, p. 568:3. 


Employment: Classification, Selection, Tests, Turnover 


Recent Developments in Vocational 
Guidance in the United States 

This article brings up-to-date an ac- 
count given in the same magazine several 
years ago. During the time which has 
elapsed since then the movement has made 
considerable progress, both in the extent 
of its operations, and also in the develop- 
ment of new and improved methods and of 
a more scientific approach to the prob- 
lems involved. In view of the large num- 
ber of organizations now at work in the 
field of vocational guidance, the method 
adopted is to choose certain typical cases 
and describe them in some detail, from the 
point of view, first, of their organization 
and scope, and secondly, of the methods 
adopted by them to deal with the funda- 


Benefit Systems and Incentives: 


For Group and Unemployment 


Mohawk Employes Get $1,500 for 
Suggestions 

Fifty-five employes of the Mohawk 
Carpet Mills have recently been awarded 
cash prizes amounting to $1,500 in a con- 
test for suggestions sponsored by the 
management. 

Winners of the first three prizes, re- 
ceived $500, $300 and $200, respectively. 
There were also five awards of $25 each, 
five of $20 and many others of $1, $5 and 
$10. 

‘These awards mark the completion of 
the second contest in a suggestion system 
which was inaugurated at the Mohawk 
Carpet Mills last fall and which is prov- 
ing successful. The management of the 


mental problems of vocational guidance. 
While it is difficult to generalize about a 
movement which is developing so rapidly 
and in which experiment is still actively 
in progress, attention may be called to the 
development of new methods (in particular 
the use of the vocational interest test), 
the very general application of the prin- 
ciple that the young applicant for work 
should be not merely directed to a post 
but should rather be provided with infor- 
mation which will enable him to make his 
own choice of a career, and the increas- 
ing strength of the conviction that guid- 
ance is a profession calling for a carefully 
planned and thorough course of special- 
ized, scientific training. By Max F. Haus- 
mann. International Labour Review, 
August-September, 1931, p. 228 :26. 


Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Ownership 


Insurance See Insurance Section 


company has found a highly co-operative 
spirit displayed by the personnel of the 
entire organization, both in submitting 
ideas and in investigating and reporting 
upon their value. Suggestions are con- 
stantly being received from every depart- 
ment of the company and some of them 
have resulted in very important savings 
and improvements. Journal of Com- 
merce, August 3, 1931. 


Pensions a Little Different 
Several features of the employee retire- 
ment plan recently adopted by the Mal- 
linckrodt Chemical Works are of unusual 
interest. There are numerous salary 
classifications, with the narrow range of 
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only $120 in each class; the normal re- 
tirement age is placed at 70 for men and 
65 for women, instead of the usual 65 and 
60; and participation in the plan is com- 
pulsory. Details from the company’s an- 
nouncement of the plan to its employees 
are given. Industrial Relations, August, 
1931, p. 255:1. 


A Job Instead of a Dole 

The Consolidated Gas Company’s pen- 
sion plan reflects flexibility both as to 
retirement age and rate. The man con- 
tinues working until he becomes unfit. He 
is then retired and given the pension he 
needs—within certain limits, of course— 
rather than the sum established by the 
rigid factors of years of service and rate 
of pay. In other words, the retirement 
pay is made to fit the man instead of the 
job. The company believes that old men 


Industrial Economics: Labor and 
Immigration 
Industry Allowed Emergency Pacts 


Any industry faced with certain collapse 
because of overproduction has a right to 
cope with such an emergency through 
agreements to restrict output, says C. B. 
Ames, vice president of the Texas Com- 
pany and former Assistant United States 
Attorney General in charge of anti-trust 
law cases in the Wilson Administration. 
Admitting that the opinion he expressed 
has never been fully tested in the courts, 
Mr. Ames says he is convinced such 
“emergency agreements” would not be con- 
strued as undue restraints of trade. 

Many industries which face disaster in 
the present world-wide business depression, 
might find a way out of their troubles 
through such agreements. Those involved 
should pledge themselves to abandon the 
program as soon as the oversupply of 
products was reduced to the normal con- 
sumption demand. Further pledges that 
no advance in price would result from 
the agreement might also be offered. 
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are worth their pay as much as young 
men and every day a man stays on the 
payroll and is able to deliver the goods 
he is paid for is one day of annuity the 
company is not called on to buy. 

The American Telephone and Telegraph 
Company retains the option of retiring 
the employee at either sixty or sixty five. 
When the man is retired he goes out on 
a fixed rate. The stock buying plan of 
this company, and the sickness, accident 
and death benefits provided without cost 
to the employee are also part of an effort 
to protect the employee against the pos- 
sibilities of misfortune during his active 
life, to provide him with an independence 
plus a pension when he has retired, and 
to guard his wife after his death by life 
insurance obtainable at reasonable cost. By 
Herbert Corey. Public Utilities Fort- 
nightly, August 20, 1931, p. 220:8. 


Capital, Legislation, Wage Theory, 


Comparatively simple means of obtaining 
relief from the present application of the 
Federal anti-trust law, Mr. Ames believes, 
would be through the enactment of a 
measure creating a special tribunal at 
Washington, which might be called a Fed- 
eral Board of Trade, empowered by Con- 
gress to review in advance trade agree- 
ments submitted by business concerns. The 
New York Times, September 13, 1931, 
p. 18 N. 


A Plan for Coal 

The editors of Coal Age have offered 
an economic “plan” which differs in sev- 
eral respects from most proposals of the 
sort. Instead of suggesting Olympian 
measures for the rehabilitation of all busi- 
ness overnight, it is limited to a single 
industry. The authors of the plan sug- 
gest a coordinated program broad enough 
to include all of the steps needed to stab- 
ilize an industry which has lost its bear- 
ings, 
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Among the specific recommendations 
which the authors of the plan make are 
the following: to amend the Sherman act 
to permit joint agreement among bitum- 
inous coal operators on production poli- 
cies and prices, in order to enable them 
to cope with the overproduction which has 
disorganized the industry; to introduce 
order into the chaotic labor relations of 
the industry by insisting upon recognition 
of an outside union; to introduce sound 
methods of merchandising ; to promote con- 
solidation of good properties in different 
districts; and to create a cooperative or- 
ganization that would not only carry on 
research into new uses for coal products, 
but would also finance and exploit these 
products in the interest of the industry as 
awhole. Editorial, The New York Times, 
September 9, 1931. 


Make Work—But How? 


“Put the workers to work to restore 
prosperity,” is the cry, variously phrased, 
that appears in the newspaper headlines. 
The advice is excellent, but our leaders, 
whether political or ‘business, do not 
possess the necessary know-how to do it. 
In this article Mr. Bell reviews the var- 
ious proposals and ‘shows their inadequacy. 
By Stephen Bell. Commerce and Finance, 
September 9, 1931, p. 1307:1. 


Swope Outlines Economic Plan for 
Industries 

Underlying Mr. Swope’s proposals are 
five basic principles: regularity and con- 
tinuity of employment through the stabili- 
zation of industry, with unemployment in- 
surance as a reservoir of safety; leader- 
ship by organized industry to avoid the 
lack of uniformity and co-ordination in- 
separable from direction -by the legislatures 
of the States; standardized forms of re- 
ports to stockholders to enable them as 
owners to be thoroughly and continuously 
informed as to the progress of their ‘busi- 
ness; co-ordination of production and con- 
sumption on a broader and more intelli- 
gent basis for the particular benefit of 
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wage earners; promotion of individual ini- 
tiative and enterprise, and the protection 
of the public through Federal supervision. 


Mr. Swope foresees an industrial Amer- 
ica in successful opposition to the powers 
of depression and unemployment. Its 
chief weapon, freedom of action, permit- 
ting economic stabilization by unhampered 
industry and regularity of employment for 
workers freed from fear of idleness, of 
illness, and of old age. 

Significant in Mr. Swope’s plan is the 
trade association provision. “Legislation, 
will be required to make such 1a plan pos- 
sible, including the probable modification 
of some existing laws.” 

Each industry would establish a trade 
association to be under the supervision of 
the Federal Trade Commission, or a bur- 
eau of the Department of Commerce, or 
some Federal supervisory body specially 
constituted. 

These associations would “outline trade 
practices, business ethics, methods of 


standard accounting and cost practice”; 


they would collect and distribute informa- 
tion on volume of business, inventories of 
merchandise on hand, standardization of 
products, stabilization of prices, “and all 
matters which may arise from time to time 
rélating to the growth and development 
of industry and commerce in order to pro- 
mote stabilization of employment and give 
the best service to the public.” 

Upon the assembly of the data from 
menting on Mr. Swope’s plan, presented 
at a meeting of the National Electrical 
Manufacturers Association, “that economic 
planning will contribute to a standardized 
and so more stable prosperity, but in the 
same breath may I remind you that, like 
all other things in this world, it demands 
its price. A plan written on paper is of no 
service. A plan proposed for education 
is of some service, but it is likely to be- 
come obsolete before it becomes effective. 
A plan to be productive of quick results 
must be executed promptly. No one con- 
cern can make it effective.” Journal of 
Commerce, Sept. 17, 1931. 
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California Employment Stabilization 
Program 

Under this plan California business lead- 
ers are trying to provide the maximum 
amount of continuous employment through- 
out the year, consistent with production 
schedules and sound financial practice, 
even though it be temporarily necessary 
to stagger employment, or place some jobs 
on a shorter working basis in order to 


Labor’ Relations: 
Arbitration 


Collective 


Employee Interviewing and Employee 
Representation 


The Hawthorne experiment in intimate 
interviewing of large numbers of em- 
ployees, now in its third year, has chal- 
lenged the attention of executives in 
many industries. Mr. Meriam compares 
the interview procedure with the employee 
representation plan as a means of ascer- 
taining attitudes, discovering situations to 
be corrected, and appraising the effective- 
ness of labor policies and supervisory prac- 
tices. 

Both employee representation and em- 
ployee interviewing, considered as tools of 
management to ascertain employee atti- 
tudes and grievances, are devices to per- 
mit higher executives to check the effec- 
tiveness of a company’s labor policies. 


Shop Methods: 


Coordinating Processing With Move- 
ment of Ingredients in Manufac- 
turing Squibb Products 
As exemplified in the E. R. Squibb and 
Sons plant, scientific and completely ef- 
fective materials handling requires prac- 
tical acquaintanceship with considerably 
more factors than are associated with the 
mere mechanical function of moving a bulk 
of material along. The efficient and con- 
cise manipulation of the component ele- 
ments, parts or accessories, and of the 


Bargaining, 
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distribute work over as many employees 
as possible. The chief benefits of the plan 
are said to be maintenance of morale 
among employees through removal of fear 
of a complete cessation of earning power, 
and hence that continued round of normal, 
or nearly normal, spending which keeps 
the buriness ball rolling. The essential 
features of the plan are given in detail, 
California State Chamber of Commerce. 


Employee Representation, 


Their successful introduction depends upon 
the spirit and motives of the higher exe- 
cutives, and reasonably good labor rela- 
tions are prerequisite. Each plan has its 
peculiar merits and defects. Employee 
representation is direct and inexpensive. 
It may fail to deal with obscure and ir- 
rational grievances. It has some of the 
defects found in any political machinery. 
Employee interviewing gets at the indi- 
vidual’s total situation and may help him 
through his peculiar difficulties. Interview- 
ing is expensive and analysis of the data 
obtained is difficult. Because of the dif- 
ferent characteristics, the two plans might 
be used to supplement one another. The 
attitude of the higher executives is all 
important. By R. S. Meriam. The Per- 
sonnel Journal, August, 1931, p. 95:7. 


Industrial Engineering, Standardization, Waste, Rate 
Setting, Time and Motion Study 


completed products themselves is one of 
the most significant factors in the func- 
tioning of every manufacturing organiza- 
tion. In the Squibb plant no unnecessary 
travel of materials in process or finished 
products is permitted. The layout adopted 
automatically routes everything, whether 
in raw or completed state, directly on its 
way by the simplest possible means. Traf- 
fic congestion is thereby avoided, and def- 
inite courses for each material or product 
to follow eliminate delays in processing, 
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packing and shipping and cut executive 
supervision to a minimum. Order, speed, 
sanitary conditions and correct administra- 
tion and execution of work are brought 
about of necessity by the plan adopted. 
By Joseph Pignone. Materials Handling 
& Distribution, July, 1931, p. 33:3. 


Simplified Production Control Avoids 
Delays 


By eliminating numerous clerical opera- 
tions and otherwise simplifying its pro- 


Research and Experiment 


Design Protection is Gaining Headway 


Leading textile printers and engravers 
have agreed not to process any drawing 
which does not bear the seal of the tex- 
tile design registration bureau, operated 
in conjunction with the Design Protection 
Association. 

More than 10,000 designs have already 
been registered with the registration bur- 
eau, with hundreds of new designs being 
submitted weekly. 

A feature of the new plan is the use of 
a tag stating that the design of the goods 
is registered. This will be placed on piece 
goods or dresses and will carry through 
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duction control procedure, William Sellers 
& Company has made possible quicker de- 
livery of both special and standard heavy 
machine tools. Individual job tickets are 
no longer used; the workmen receive their 
instructions from permanent operation rec- 
ords. A foreman training program helps 
to make the simplified system effective. 
The course of the work from the receipt 
of an order to the beginning of foundry 
and machine shop operations is outlined 
briefly. By L. T. Ives. The Iron Age, 
August 13, 1931, p. 419:3. 


' 44 

to the consumer. While retail executives 
have expressed sympathy with the aims of 
design protection, they have been quick 
to stress the contention that the keen com- 
petition in their ranks will not permit any 
procedure which does not in its operation 
affect all retailers alike in their merchan- 
dise purchases. It is noteworthy, how- 
ever, that retailers in the current discus- 
sion are more disposed to agree that the 
“vicious circle” of design piracy is af- 
fecting retail trade and profits just as it is 
harming the business of reputable manu- 
facturers. The New York Times, Sep- 
tember 6, 1931. 


MARKETING MANAGEMENT 


Some Present-Day Problems in 
Distribution 


Four major aspects of recent marketing 
developments are: the growth of large- 
scale retailing, in the form of department 
stores and chain stores; the development 
of comprehensive planning and control 
methods in marketing; the spread of the 
use of trade-marks, with its accompany- 
ing efforts to establish brand reputations 
through advertising and to promote the 
trade in packaged goods; and creative mer- 
chandising. Various phases of. retail or- 


ganization are discussed. The conclusion 
is drawn that a one-price policy is the only 
sound one for manufacturers. Also that 
a manufacturer should decide to operate 
either on a policy of selling goods under 
his own advertised brand or on a policy 
of making private brands for wholesale 
and retail merchants. Conditions in the 
sugar industry are described as an ex- 
ample of unsound marketing and banking. 
In most industries the postponement of 
liquidation results in no gain to the em- 
barrassed company and works to the dis- 
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advantage of others in the industry. Pow- 
erful economic forces are at work which 
are modifying existing marketing methods. 
A continuous observation and interpreta- 
tion of these trends is going on at the 
Harvard Business School. By Melvin T. 
Copeland. Harvard Business Review, 
April, 1931, p. 299:12. 


Those “Costs of Distribution” 

Actual savings in distribution costs will 
only come when the mass of producers 
and distributors stop jockeying for posi- 
tion and sit down together to see whether 
with modern transportation and communi- 
cation, distribution machinery can be sim- 
plified. In spite of the increased swift- 
ness of communication and transportation, 
the gap between producer and consumer 
has widened. A basic scientific analysis 
of economical merchandising .is badly 
needed. By Leon Allen, Printers’ Ink 
Monthly, September, 1931, p. 25:3. 


How Big Is a Sales Territory? 


Yardsticks for measuring a sales ter- 
ritory are: How many calls per average 
working day can the salesman make? Con- 
sidering each customer separately, how 
often can he most profitably be called 
upon, to obtain the most business without 
excessive expense? How many worth- 
while outlets are there which can be cov- 
ered within the limits of correct selling 
expense? By Marquis Regan. Sales Man- 
agement, July 25, 1931, p. 128:2. : 


Can Pricing Be Scientific? 

After analyzing the practice of several 
types of manufacturers, Mr. Lyon says 
that it seems safe to say that we have no 
science of pricing, though we have in a 
series of areas, scientific activities which 
enormously help in the process of pricing. 
Yet in these areas our assumptions as to 
what is a proper basis for a proper price 
and the activities which we perform which 
we think of as scientific vary widely. 

In certain ideal worlds it might be scien- 
tific experimentation solely. In railroads 
and public utilities we have tried with 


imperfect success to reach scientific pric- 
ing through scientific valuation. We have 
there assumed, at least for certain prices, 
that value was a sound basis and have ap- 
plied scientific effort to evaluating. In 
the commodity exchanges we totally dis- 
regard the concepts of cost when we try 
to be scientific but set up a series of 
devices which we believe will fix a price 
which will “just clear the market” and 
no more. Whether this price gives cost, 
or less, or more, is not considered. In 
manufacturing we have a series of situa- 
tions highly competitive, highly monopo- 
listic, and semi-monopolistic, and in these, 
science is not applied by some general and 
outside agency but rather by individuals. 
These individuals use scientific procedures 
at those points and in those ways which 
they believe will help them in ascertaining 
and carrying on the methods of selling 
that quantity at that price which will re- 
turn the greatest net profit. Science, what 
variations are committed in thy name! By 
Leverett S. Lyon. Chemical Morkets, 
July, 1931, p. 38:2. 


Hand-to-Mouth Production Isn’t the 
Answer to Small Orders 


The best answer to hand-to-mouth buy- 
ing will be found in two developments: 
education among dealers to win them away 
from hand-to-mouth buying gone mad, and, 
in meeting the situation fearlessly and 
turning it from a liability into an asset. 
By C. B. Larrabee. Printers’ Ink, Aug. 6, 
1931, p. 3:6. 


How to Sell to a Nation of Extroverts 

Extroverts as consumers have broad but 
superficial tastes. They tend to imitate 
the ways of life around them, and, being 
supefficial, it is easy to change their ways 
of living. It is, therefore, easy for them 
to be changed from a tendency to buy one 
thing to a tendency to buy another. Con- 
sumer demand is becoming less and less 
static and more and more dynamic. Busi- 
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ness in the future will have to be guided 
by dynamic market research rather than 
by the static market research which is in 
wide use today. By Ralph Borsodi. Ad- 
vertising & Selling, July 8, 1931, p. 22:3. 


Pepperell’s Plan for Spotting the Livest 
Markets 

The sales analysis and research program 
of the Pepperell Manufacturing Company, 
begun two and a half -years ago, is aid- 
ing materially in cutting the waste in dis- 
tribution. Based on a tabulating machine 
card system, the plan is designed to an- 
swer: Who sold the goods? Who bought 
them? Where were they sold? What is 
the cost of our sales? What is the cost of 
our advertising? What are our sales in 
relation to our sales opportunity? By 
localizing the sales production, advertising 
and selling expenses to each of our areas, 
any losses will be early disclosed, stimulat- 
ing the necessary preventive measures, 
with the consequent result of increasing 
the total volume and total profits. A 
study of individual areas may disclose ex- 
cessive selling costs in relation to actual 
sales. Records are all submitted on a 
“continuous control basis” so that new 
figures can be added as they become avail- 
able. Records are arranged in two time 
periods, semi-annual and annual; in two 
values, dollars and per cents; and in six 
commodity groupings. The buying power 
index developed for the purpose of this 
research program is an economic basis 


Buying, Receiving Storing, Shipping 


Why 1910 Packing Methods Won't 
Serve a 1930 Market 

The vice-president of Logan Brothers 
tells why smaller packages add to con- 
venience and lessen handling costs and 
wonders why all manufacturers do not 
study retail distribution needs and con- 
form to them. By Elliott C. Logan. 
Sales Management, July 18, 1931, p. 94:1. 


for measuring the relative consumption 
ability of a trading area against that of 
other areas or against the total consump- 
tion ability of all areas. There is also 
provision for a finer breakdown of data 
when this becomes desirable. By A. R. 
Hahn. Sales Management, July 18, 1931, 
p. 92:3. 


Price Maintenance Held Constructive 


The maintenance of prices, with im- 
provements in the quality of a product, 
during a period of business depression is 
upheld as a sound and constructive policy 
by C. R. Palmer, president of Cluett, Pea- 
body & Company, Inc. During the busi- 
ness depression, this company has steadily 
adhered to its program of maintaining 
prices and striving to improve the quality 
of its products. Higher standards and 
better values were found to be essential 
for the success of holding prices. Accord- 
ingly during the past year Cluett, Peabody 
& Company made four improvements in 
its $1.95 shirts, which were stressed in its 
campaigns to retailers and consumers. The 
company is providing more promotional 
matter, suggestions and layouts for win- 
dow displays and similar aids than form- 
erly. A short motion picture film is also 
utilized to acquaint store executives with 
the selling points of the company’s prod- 
ucts and to assist retail salespeople. As a 
proof of the soundness of its position the 
company cites the addition of numerous 
department store accounts during the de- 
pression. The New York Times, August 
30, 1931, p. N-15. 


Better Packing Is A Sales Stimulant 

“New trade will be controlled by de- 
sign, and not by tariffs,’ Sir William 
Crawford recently said before the Design 
and Industries Association. 

Referring to the package, the Prince 
of Wales emphasized the same truth 
when he said, “The appeal to the eye is 
becoming ever more important.” 
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New and better containers have put 
fresh life into countless languishing 
products, just as new products have owed 
their success largely to an appeal evoked 
by useful and/or attractive packaging. 
There are many things to consider as an 
ideal; a change of container should aim 
to: (1) offer greater convenience and 
benefit to the user; (2) by improved ap- 
pearance raise the apparent status of the 
product; (3) make it possible for the 
distributor to handle and display it more 
effectively; (4) make for easier and 
cheaper packing in bulk. By Stuart L. 
Reid. Business, August, 1931, p. 68:2. 


Distribution Advances With the 
Motor Truck 
This review of the use of the motor 
truck in serving retail stores outside the 
main distributing centers points out that 
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highways, or the trucking services they 
bear, are not only essential to, but also 
have made possible, the continued pros- 
perity of retail stores in the smaller 
towns and hamlets. Trucking services 
are essential factors in plans for increased 
production, more intensive coverage, or 
more rapid distribution of commodities. 
Just as the retailers along a given high- 
way will turn more business to the city 
from which frequent truck deliveries are 
available, so the place at the hub of good 
highways has a decided trading advantage 
over its neighbor lacking these facilities 
of distribution. Not only as a useful in- 
strument of distribution, but also as a 
servant of production, the motor truck 
gives every indication of wider service. 
By R. E. Plimpton. The Journal of Land 
& Public Utility Economics, August, 1931, 
p. 262 :20. 


Sales Promotion: Letters, House Organs, Advertising 


How “Philco” Boosted Sales 
100 Per Cent. 

.The story of spectacular success in the 
radio business. One explanation of it is 
that out of 49 stockholders in Philadel- 
phia Storage Battery Company, 46 are 
active in company affairs. A Monday 
morning conference of department heads 
settles details of the week’s production 
schedules, financial needs and sales pro- 
gram. A close and cordial relationship 
with dealers has also been developed.’ By 
Chapin Hoskins. Forbes, September 1, 
1931, p. 13:3. 


This Depression Campaign Sold 
7,000 Stoves 

The 1930 merchandising program of 
the Coleman Lamp & Stove Company 
consisted of a double-sales contest. Prizes 
were offered retailers and their store 
salesmen for the best window trims and 
the best stove sales records accomplished 
during a given period. The 1931 program 
included the following features: a new 


trade-in proposition, a new easy-payment 
plan, a new free generator offer and new 
retail sales helps. The vehicles of pro- 
jecting the plan were a visual portfolio, 
a direct mail campaign and general ad- 
vertising. A description of the portfolio 
is given. The Coleman Four-point plan is 
built upon the successful experiences of 
many merchants. Its acceptance on the 
part of the salesmen was immediate and 
gratifying. It is devised strictly from 
the dealer standpoint and is appreciated 
by him as something consistent, logical 
and practical, By Karl E. Kilby. Sales 
Management, July 11, 1931, p. 56:3. 


Depression? We’ve Had Our Best Year 

The executive vice-president of Lud- 
wig Bauman (furniture) describes the 
measures which gave them an increase of 
16.2 per cent in volume last year. Sta- 
tistical departments were increased so as 
to produce more detailed figures illumin- 
ating every angle of the business and a 
general tightening of the organization. 
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produced gratifying results. By Howard 
Kuh. Chain Store Age, September, 1931, 
p. 21:2. 


How We Got Out of the Red 

The president of Loft, Inc. (candy) 
tells a remarkable story of how they re- 
stored the confidence and good will of the 
public for their merchandise and their 
stores and built up the morale of the 
stores’ personnel. By Charles G. Guth. 
Chain Store Age, August, 1931, p. 24:3. 


Business Adopts the Talking Pictures 

Types of industrial talking pictures 
vary, and may be placed in two main 
classifications: the type which is wholly 
non-theatrical, and is exhibited at sales 
conventions, class meetings, show rooms 
and similar places; and the industrial 
talking picture which is made for exhi- 
bition in the regular talking motion pic- 
ture theatres. 

Examples are given in this article of 
how the Richfield Oil Company of Cali- 
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fornia, National Board of Fire Under- 
writers, Puget Sound Power & Light 
Corporation, International Harvester 
Company, The Studebaker Corporation, 
Standard Brands, The American Tele- 
phone and Telegraph Company and other 
companies have made use of motion pic- 
tures in their business. Industrial Digest, 
September, 1931, p. 12:13. 


Fourteen Ways to Cut Waste in Dis- 
tributing Dealer Helps 

The concluding article in a series of 
three analyses plans that are being em- 
ployed by 50 advertisers to put the mer- 
chandising of dealer helps on a more 
efficient basis. By E. B. Weiss. Printers’ 
Ink, August 27, 1931, p. 44:4. 


The Economics of Advertising 
An exposition of advertising in its re- 
lation to marketing and distribution of 
manufacturers’ products, supplemented by 
a summary of some contemporary opinion 
on the economic value of advertising. By 
Edward H. Gardner. June, 1931, 32 pages. 


Salesmen: Selection, Training, Compensation 


10,000 Enter G. E. Sales Course as 
2,000 “Alumni” Endorse It 

The Home Training Course given to 
salesmen by the Electric Refrigeration 
Department of General Electric has in- 
creased the salesmen’s confidence, pre- 
pared many men for promotion, increased 
salesmen’s productivity, furnished old 
salesmen with new facts and helped new 
men get started, There is a general 
course for all retail salesmen, an apart- 
ment house specialist’s course and a com- 
mercial specialist’s course. A description 
of these courses is given. Even though 
the student copies the answers from the 
text, he receives three mental impressions: 
reading the text, reading the questions 
and looking for the answers, and writing 
the answers. The correspondence school 
department keeps a card record of the 
progress: of each student. From this 


record, delinquents are followed up and 
weeded out. Application for the course 
must be made through a distributor, but 
once the enrollment has been approved, 
all contact is with the student, usually 
at his home address. By D. G, Baird 
Sales Management, July 25, 1931, p. 136:2. 


The Catalog that the Hurley Salesmen 
Built 

The Hurley Machine Company incor- 
porated in a catalog practical suggestions 
from several hundred salesmen who knew 
from actual experience what they were 
talking about. The result was a combi- 
nation sample book, sales manual and 
printed presentation to the prospect. Such 
things as questions which a woman always 
asked in buying a washing machine were 
covered. Under the salesman’s guidance 
the consumer gets an impression of the 
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catalog that might not develop if she 
were left to her own devices. Seeing 
the story in print and hearing it from 
the salesman produces a double impres- 
sion. By G. A. Nichols. Printers’ Ink 
Monthly, September, 1931, p. 45:3. 


Six Reasons Why Russell Salesmen 
Stick and Produce 

The Russell Manufacturing Company 
has developed a system of selection and 
training of salesmen that has proved very 
helpful in cutting turnover. The plan 
includes .supervision until a substantial 
order is taken, proper selling tools— 
samples and a portfolio, concise but in- 
formative reports, compensation that 
makes the salesman a partner, and special 
stimulation that puts a kick in the sales- 
man’s job. There are no annual sales 
meetings. Local groups are formed with 
salesmen in charge. They meet twice a 
month and talk over problems. The com- 
pany pays the food bill. There is an 
A-Plus Club, no member of which has 
ever left the company. By W. T. Palmer. 
Sales Management, August 22, 1931, p. 
274 :3. 


Amateurs Sell Professionally 
The problem in banking today is to 
develop those bank employees who have 
demonstrated real sales ability and to 
place them on a definite footing with the 
professional members of the new business 


deaprtment. Alertness, attention to ap- 
pearance, kindliness, consideration for 
the other fellow’s point of view, aggress- 
iveness—these are some of the qualities 
that make for success in business-getting. 
The consistent exercise of these qualities, 
the Cleveland Trust Company realized, 
would make its employees more efficient, 
not only as salesmen but as bankers, and 
help them to advance. The Company, 
therefore, selected twenty-five best sellers 
for 1930 who became members of the 
Honor Sales Club. How the members 
of this club are being taught to follow 
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up leads which come to the bank which 
cannot be taken care of by the limited 
number of regular, professional new busi- 
ness men; how they will function as an 
adjunct to the new business department; 
and how the club will grow from year 
to year are some of the topics which 
are covered in this article. By E. V. 
Newton. The Burroughs Clearing House. 
August, 1931, p. 10:4. 


Plans That Pull Salesmen Out of the 
“Red” 

Forty-five companies have contributed 
their experience in building morale in the 
sales force. Various measures have 
proved practical, such as: experience 
meetings, dramatizing a sales conference 
for pessimistic salesmen, bolstering weak 
territories with pinch hitter salesmen, 
using travelling sales managers, exchang- 
ing prospects, direct mail campaigns, ac- 
tivity reports to correct salesmen’s work- 
ing habits, switching territories, using a 
sampling plan fcr off territories, and 
bringing salesmen to the factory in order 
to revive their enthusiasm. Report No. 
354. Special Investigation by Dartnell 
Corporation. 


Turning Objections Into Sales 

Three types of objections are: a sin- 
cere expression of a reason for not buy- 
ing; an expression of indecision; and an 
excuse not to buy. In the first two cases 
the customer can be tactfully given fur- 
ther information about the article. The 
customer must never be contradicted, but 
must be told something like: “It does look 
so, but had you thought of this—.” The 
answer to a price objection is to sell 
quality. It is seldom advisable to adjust 
a price. It is also possible to explain a 
difference in price to a shopper without 
knocking another store. This is the sev- 
enth of a series of articles written by the 
manager of a store in a leading 5-cent 
to $1 chain. By Maxson Inscore. Chain 
Store Age, August, 1931, p. 7:3. 
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Retailing 


Operating Results of Department and 
Specialty Stores in 1930 

The information and conclusions con- 
tained in this bulletin are based on profit 
and loss statements, balance sheets, and 
other materials received on 725 separate 
schedules covering the 1930 operations of 
more than 800 stores located in all parts 
of the United States, in Hawaii and in 
Canada. It presents figures for nine dif- 
ferent sizes of department stores and for 
three different sizes of specialty stores. 
For each of these classifications a study 
was made of gross margins, expenses, 
earnings, and other percentages or ratios 
indicative of operating performance. The 
resulting figures are presented. Numer- 
ous tables complement the text. By Carl 
N. Schmalz. Publication of the Gradu- 
ate School of Business Administration, 
Harvard University, June, 1931, 47 pages. 


Expenses and Profits in the Chain 
Grocery Business in 1929 

On the basis of comparisons for 1929 
of the marketing costs for the chain store 
channel of grocery distribution with those 
for the wholesaler-retailer channel, sub- 
ject as they are to various limitations, 
chain grocery companies appear to have 
operated at lower costs than the com- 
bined costs incurred in the handling of 
similar merchandise by service wholesalers 
and independent retailers. These lower 
costs afford a base for difference in prices 
between chain grocery companies and in- 
dependent retail grocers on identical ar- 
ticles of merchandise. It seems to be 
characteristic of new types of distribu- 
tive enterprise that in the first stage of 
their development they gain a foothold 
primarily by means of low prices, in the 
second stage they “trade up” the quality 
of the merchandise carried, and in the 
third stage they compete by offering ser- 
vices. Companies in this third stage, un- 
less they are managed with exceptional 


ability, not uncommonly encounter an in- 
creasing cost of doing business, a rising 
ratio of fixed investment to total invest- 
ment, and a decline in the rate of return 
on capital, There are reasons for think- 
ing that this broad generalization has 
some application to the chain grocery 
business, and that if chain grocery com- 
panies are able to avoid these contingen- 
cies they will do so primarily by effecting 
and continuing to maintain substantial 
economies in their costs of doing business. 
This is the first of a series of bulletins 
published in the course of a study of 
chain stores. By Malcolm P. McNair. 
Graduate School of Business Adminis- 
tration, Harvard University, June, 1931, 
63 pages. 


Needed—a New Type of Chain 
Executive 
The vice-president of the Kroger Gro- 
cery & Baking Company describes chang- 


ing conditions which require men who 
can study merchandising needs as much 
or more than methods. Before long a 
part of the training of every merchan- 
dising executive will be understood as 
“training in adaptability.” To develop 
the necessary manpower to deal with a 
changing consumer public, it is necessary 
to sense requirements and trends outside 
the organization itselfi—an alertness to 
shifts in living and buying habits, an un- 
derstanding of the economics of new 
forms of competition. It is necessary to 
develop organizing power in top execu- 
tives as well as a competent, ambitious 
and properly rewarded personnel. Or- 
ganization power may be developed by: 

1. Establishing sound merchandising 
policies based on present needs, with a 
provision for future growth. This is 
fundamental, and many of us never get 
this far. 

2. A clear definition of the jobs neces 
sary to the execution of these policies. 
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3. A logical organization of these jobs. 

4. Standards of performance, 

5. Standards for selecting men to do 
them. 

6. Satisfactory compensation and pro- 
motion. 

7. Incentives to effort; setting up a 
flow of suggestion and interest, with an 
irresistible movement toward the top. 


THE MANAGEMENT REVIEW 


8. Logical and practical methods of 
education. 

9. Good management—guiding and co- 
ordinating all activities; with a definite 
provision in the organization for criticiz- 
ing the merchandising policies and struc- 
ture of the company from time to time 


By Alvin Dodd. Chain Store Age, Sep- 
tember, 1931, p. 25:3. 


Survey of Books for Executives 


How to Interview. By Walter Van Dyke 
Bingham and Bruce Victor Moore. Har- 
per & Bros., New York, 1931. 320 pages. 
$4.00. 

A book, a landscape or a bronze is good, 
beautiful or well-proportioned as it meas- 
ures up to individual standards. I like 
“How to Interview” because the authors 
have included many things I would like to 
have expressed had I written such a book. 

From the writers’ point of view the book 
is a particularly excellent document for the 
experienced interviewer to check. against. 
Certainly the employment people who ex- 
perienced the hectic high-pressure days of 
1929 and prior thereto can best appreciate 
the common sense suggestions that perme- 
ate the book. Undoubtedly the same can 
be said for those who interviewed the tex- 
tile workers in 1928. A background of 
such experience must contribute to a better 
appreciation of the need for improved in- 
terviewing techniques. 

The authors might have dwelt at more 
length on the fact that the interviewee is a 
buyer as well as a seller. This business of 
fact-finding is really not a one-way street. 
The interviewee is a buyer and seller no 
less than the interviewer. The man being 
interviewed is doing some appraising just 
as the interviewer is and unless the ap- 
praisals are mutually satisfactory there will 
be no sale. Interviewers have been heard 
to mourn the loss of potentially high calibre 
employees or lament their inability to se- 


cure satisfactory information. They lacked 
the knowledge or ability or technique to 
do a satisfactory selling job. An interview 
is not entirely satisfactory umless both 
parties are happy over the results. 

It must be recognized that when writing 
a book (not to mention a review or criti- 
cism) fine discrimination must be exercised 
in what to include as well as exclude. But 
shouldn’t a book of this title help to answer 
such questions as :— 

How do you interview the man who is 
too old? 

How do you interview the applicant 
whom it would be embarrassing to hire 
because of race or color? 

How do you interview the panderer who 
admits being out of prison on parole and 
wants to earn a respectable livelihood only 
until the expiration of his parole? 

How do you interview the ex-burglar 
who has served an eight-year term with 
one year’s parole ahead of him before his 
debt to the social order can be written off 
and who fervently swears that he is now 
eager to walk the path of rectitude? 

How do you interview the unfortunate 
with the wooden leg? 

How do you interview the youth who has 
run away from home in order to see life 
or to escape parental restrictions ? 

The authors have pointed out that no two 
individuals are exactly alike; therefore no 
two interviews can be identical. A book 
on “How to Interview” covering the cor- 
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rect procedure for every conceivable situa- 
tion would be hopelessly impossible. How- 
ever since the interviewer’s job is made up 
of a series of just such practical problems, 
he can do a satisfactory job only insofar 
as he is able to do the right thing in every 
situation. Allowing for the fact that there 
is considerable variance in organization 
policies, something might have been con- 
tributed towards the solution of some of 
these intensely practical problems. 

In my opinion, the authors failed to place 
emphasis upon the biggest interviewing job 
of all—the continuous interview that goes 
on between supervisor and _ supervised. 
Their daily lives are made up of a con- 
tinuous seeking of facts or exchanging of 
ideas. Satisfactory results are attained 
only when the information is secured in the 
least time and when perfect amity prevails. 
Conversely, unsatisfactory relationships, 
wasted time, effort and material are the 
net results of unintelligent interviewing. 
The Employment and Industrial Relations 
interviewers are the smallest units in any 
industrial organization. The biggest of all 


fields—that of the line organization—is 
practically virgin territory. 

Lest the opportunity never reoccur, it 
would be too bad to overlook this oppor- 
tunity to twit my psychological friends just 


a wee bit. The use of under-cover men is 
discussed in connection with the railway 
business. “The fact that conductors know 
they may be caught in any attempted pecu- 
lations may be a wholesome deterrent.” 
Surely they must mean “effective” rather 
than “wholesome.” 

The emphasis on the importance of hon- 
esty on the part of the interviewer is so 
well directed that it might well be shouted 
from the house tops. There is no place 
for any kind of an interviewer who misin- 
forms the interviewee. The idea that any 
business, or any part of any business, can 
build successfully on false premises has 
long since been relegated to the limbo of 
forgotten things. 

Terry R. Onerc, Assistant Superintendent 
of Industrial Relations, 

Manujacturing Department, 

Western Electric Company, Inc. 
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Symptoms of Industrial Failures. By 
Paul J. Fitzpatrick. Catholic University 
of America, Washington, D. C., 1931. 
133 pages. 

This Doctor’s thesis is a study of the 
causes of industrial failures as revealed by 
an analysis of the statements of the failed 
companies covering the period 1920 to 1929. 
The companies studied are: Allied Packers, 
Inc., American Chicle Company, American 
Hominy Company, American Piano Com- 
pany, American Writing Paper Company, 
Atlantic Fruit Company, Avery Company, 
Beacon Falls Rubber Shoe Company, Co- 
lumbia Graphophone Manufacturing Com- 
pany, Goodyear Tire and Rubber Company, 
Gorton-Pew Fisheries Company, Hargraves 
Mills, B. B. and R. Knight, Inc., Lion 
Collars and Shirts, Inc., Pathé Freres 
Phonograph Company, Sharp Manufactur- 
ing Company, United States Worsted Com- 
pany, Virginia-Carolina Chemical Company, 
Wickwire Spencer Steel Company, Young, 
Smyth, Field Company. 

Part I deals with economic aspects of 
business failures, an outline of the pro- 
cedure and a technique of statement 
analysis. It undertakes to appraise the 
relative values of different types of ratios 
in different situations. 

The writer believes that financial state- 
ments should be analyzed on a semi-annual 
or quarterly basis instead of an annual one. 
In this way, the effectiveness of the ratios 
and trend percentages would be greatly in- 
creased. Changes and trends would be more 
quickly observed and the proper steps or 
action could be taken accordingly. 

A good bibliography is attached. 

W. J. Donan. 


The Ethics of a Profession. By A. P. 
Richardson. Century Co., N. Y., 1931. 
159 pages. $1.50. 

In a conversational manner the author 
discusses the code of ethics which the young 
acceuntant should adopt relative to such 
matters as: going into practice; the selec- 
tion of offices; the choice of partners; 
branch offices; incorporation; soliciting; 
advertisement ; fees ; commissions ; bidding ; 
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secrecy; prophecy; clients; staff; and lan- 
guage. 

In the author’s opinion accountancy 
should be considered as a profession and 
members of the accounting profession ought 
to conduct themselves in a professional 
manner according to a standard code of 
ethics. Advice on the proper mode of 
conduct under varying circumstances is in- 
corporated into the book. 


An appendix contains the rules of pro- 
fessional conduct adopted by the Council 
of the American Institute of Accountants 
with amendments in effect June, 1931. 


Government Interference with the Free 
Play of Economic Forces. Prize Win- 
ning Essays in the Ninth Alvan T. 
Simonds Economic Contest, 1930. Alvan 
T. Simonds, Fitchburg, Mass, 1931. 47 
pages. $1.00. 

The prize winning essays in the ninth 
Alvan T. Simonds Economic Contest are 
now available. These papers were written 
by C. E. R. Sherrington, of the London 
School of Economics and Frederick Geidt, 
of Morton Brothers, London. 


Forecasting Business Cycles. By Warren 


M. Persons. John Wiley & Sons, Inc., 
New York, 1931. 295 pages. $4.50. 


With the atmosphere surcharged with 
proposals for eradicating the business 
cycle and further made oppressive by ama- 
teurish recommendations for curing the de- 
pression, this volume by Warren M. Per- 
sons should prove a refreshingly digestible 
treatise to the business and professional 
man anxious to add to his store of knowl- 
edge concerning the anatomical make-up of 
business. The entire volume is quite free 
from scholarly prattle. Moreover, the ma- 
terial is grouped and segregated in a fash- 
ion calculated to hold the interest of the 
novitiate seeking to broaden his knowledge 
of the cyclical movements of business. 

Part One deals with the problem of fore- 
casting business cycles. Besides exploding 
many pet historical analogies which have 
appropriated considerable space in the pub- 
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lic prints during the past twenty-four 
months, this section sketches the bedrock 
factors that check business recession, talks 
plainly of the role of the banker and the 
business man in promoting recovery, and 
suggests a time limit within which the erst- 
while depression would be checked and 
recovery begin. 

Part Two contains formidable statistical 
and chronological records of business in 
United States since 1875. It would be dif- 
ficult to conceive a more useful factual 
record for anyone seeking a trenchant sta- 
tistical statement of business during the last 
half century. 

Part Three deals primarily with the for- 
mulae and methods as well as the economic 
theory underlying the analysis of the move- 
ments of business. Dr. Persons has here 
compacted several thousand pages of text 
from approximately fifty authors who have 
indited their favorite theories of the under- 
lying causes of business cycles, and he has 
done his work competently. 

Anticipating the interpleader of the busy 
executive, Dr. Persons has placed an effec- 
tive summary at the end of each chapter. 
In addition to a clearly, precisely written 
text, there are 33 illuminating charts and 
23 groups of statistical tables. An eleven- 
page index is also worthy of comment. 

Frank Parker, Professor of Finance, 

Wharton School of Finance and Com- 

merce, University of Pennsylvania. 


Handbook of Insurance. By Clyde J. 
Crobaugh. Prentice-Hall, Inc. New 
York, 1931. 1413 pages. $10.00. 

This reference book is in reality a com- 
plete dictionary and encyclopedia designed 
to present in plain English the meaning of 
aproximately 5,000 words and terms that 
occur in the insurance man’s jargon. All 
lines of insurance including fire, life, 
marine, casualty and fidelity and surety 
bonds are adequately covered. To the buyer 
of insurance this comes as a valuable refer- 
ence because it also gives the legal interpre- 
tation of many commonly used terms that 
have come to be used in a special restricted 
sense in the insurance policy. 
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Business Charts. By T. G. Rose. Isaac 
Pitman & Sons, New York, 1930. 94 
pages. $3.00. 

The aim of this little book is to meet 
the needs of the ordinary business man 
who would benefit by a simple study of the 
graphical methods for presenting statistics, 
and who may or may not wish to pursue 
the more exhaustive and specialized works 
on the subject. 


Profit Principles of Retailing. By Harold 
B. Wess. McGraw-Hill Book Co., New 
York, 1931. 231 pages. $2.50. 


A series of articles which appeared in 
the weekly issue of Retailing during 1930 
has been gathered to make this book. The 
contribution which each division of store 
operation makes to net profit is discussed 
in a practical manner from ‘the author’s 
wide experience. The content, in twenty- 
six chapters, is well illustrated with tables, 
charts, and forms. 

The title alone is sufficient to make any 
store executive reach for a copy or order 
a special delivery. It is an optimistic head- 
line after a period of downward curves. 
The content of the book does not pretend 
that all stores are profitable, or that profit 
making is easy. It does set up definite 
principles by means of which some stores, 
in spite of all hazards, write down a com- 
fortable net profit figure each year. Per- 
haps the best illustration of how this is 
done can be found in the following quota- 
tion: “It is essential to recognize the im- 
portant fact that the retailer, to be most 
successful, must be the initiator and not 
the follower.” Such a statement would be 
meaningless without an explanation of the 
elements of general management. In his 
chapters on store organization, store policy, 
growth, and the store’s customer, Mr. 
Wess writes down what constitutes the 
fundamentals. 

The part of department store machinery 
most tampered with is the organization, yet 
it is so important, the author says, that “it 
should be constructed like a sensitive net- 
work of electric wires, protected by a cen- 
tral fuse box, with a fuse for every system 
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or operating unit.” A breakdown in one 
division will reflect itself in the operation 
of another division. The protection of the 
entire store is the fuse that controls each 
circuit. 

The chapter on “The Store’s Policy” 
contains questions which a store should 
answer in written policies, if it wishes to 
establish its character in the community. 
The questions are based on the twenty 
“profit principles” which are described in 
the introductory chapter. 

What constitutes successful growth is 
well illustrated in chart form, showing the 
planned growth of five well-known retail 
organizations. The author believes that 
over-expansion is the reason for mounting 
overhead. 

A successful store should know who are 
its customers, the author believes. Do they 
come for price or for value? The answer 
is found in a study of customer shopping 
habits within the store, and by a prescribed 
method when the customer is at home. 

In more generous detail than has been 
described, Mr. Wess discusses profit prin- 
ciples in merchandising, control, and pub- 
licity. Of these, two references should be 
made. First, the author lays emphasis on 
the importance of research in department 
store work. Merchandisng is an intricate 
job. Weak spots develop. Some one must 
stand by to diagnose the difficulty when 
symptoms appear. In four chapters, the 
author outlines the technique which a re- 
search department used in analyzing four 
losing departments. 

Second, mention must be made of his 
belief “that gross profit is a more impor- 
tant factor than expense in achieving rea- 
sonable net profits.” 

He does not say that expenses are low— 
it is to be expected that expenses should be 
controlled—but that, after all, merchandis- 
ing is the prime function of a store. From 
the figures available at the time this book 
was written, the stores with the highest 
expense made the best showing in net profit. 
Gross margin and the rate of net profit 
for department stores have tended to be 
higher for the large stores. 
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Without question, Mr. Wess has made a 
real contribution in presenting so many 
solutions to retail problems. In many 
cases, adjustment is necessary to fit store 
needs, as he is dealing with principles which 
must be applied. It is unfortunate that more 
time was not given to careful organization 
of the material. For example, the twenty- 
six chapters and the twenty profit prin- 
ciples stated in the first chapter might have 
been more closely coordinated. However, 
his directness and use of every-day words 
in presenting the material make up in part 
for the lack of organization. The store 
rating chart at the end is an excellent start 
in picking out store weaknesses. 

Dr. Herbert J. Tily has sponsored the 
book in his introduction. 

BisHop Brown, 
Research Bureau for Retail Training, 


University of Pitisburgh. 





The Dissatisfied Worker. By V. E. 
Fisher and Joseph V. Hanna. Macmillan 
Company, New York, 1931. 260 pages. 
The psychologist doing applied work, the 

engineer looking for help in handling the 

human elements that crop up in his work, 
the personnel worker who has lived through 
the savage years of the pioneer, will turn 
with interest to a book labelled “The Dis- 
satisfied Worker.” Even in firms where 
management is doing the best it can to work 
with utmost fairness towards employees, 
there is always the individual who is just 
“enduring” or the one who has stopped 
enduring and either gone “off the handle” 
or off the job. Ten to one there was no 
real reason for the feeling of “endurance” 
and these authors with their experience in 
applied fields are trying to get at the 
reasons. It is a readable account on the 
text-book order for student beginners and 

a not over-powering dose of psychological 

and psychiatric terms for the layman—of 

the reasons that some of. us fail in our work 
contacts. 

The authors have used the scheme of case 
studies to set forth their general thesis and 
in giving their interpretation of the indi- 


vidual cases seek to prove that “much of 
vocational maladjustment is merely an as- 
pect of the still bigger problems of emo- 
tional maladjustment.” Emotional mal- 
development involving self-assertion, fear 
and sex are the three approaches to the 
truth of this thesis. 

Such a thesis has a nice challenge in the 
present depression with its “lay-offs,” its 
reductions in wages, its absorption of work 
by a smaller work-force without actually 
finding a denial in them. Without a doubt 
one of the consequences of the unintelli- 
gent handling of these sometimes necessary 
operations is an attitude of mind that can 
only be characterized as fearful. What is 
there to the etiology of this mental condi- 
tion on the part of the worker? 

The authors evidently think that all of 
us should be “caught young” and watched 
and trained carefully as to our emotional 
development if we are not to become either 
the monkey-wrench in the works of efficient 
management or the discards and the de- 
serted in the general human heap. They are 
quite aware of the improved methods that 
have become an accepted part of industrial 
life but they are of the opinion that much 
more confusion could be avoided by a more 
thorough study of the emotional make-up 
and direction of the individual. As we know 
relationships, there is no reason to suppose 
that such training should be limited to this 
field. Any kind of advice that uses uni- 
versal principles for its particular field 
sometimes finds itself accepted more widely 


The general discussion of maladjustments 
and of self-assertion, fear and sex are set 
forth with examples showing the history 
and development of the cases and to a 
limited extent the explanation. They are 
quite recognizable as the familiar cases in 
industry. The authors have devoted a spe- 
cial chapter to such cases. They point out 
the effect on management and finally sug- 
gest a more or less idealistic program— 
which management might find interesting 
or instructive to consult even if it did not 
adopt it in toto. 

Kate Lewis, Employment Manager, 
The Namm Store. 
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